
MiNERAL PRODUC丁 10N SHARING ACREEMENT
No.261… 2008‐ xlll

This MINERAL PRODUCTION SHARING AGREEMENT is made and entered
into in Quezon City, Philippines, this _ day of &,ilAhi ,l l"I dlilfril{$ by
and between:

THE REPUBLIC oF THE PHtLlpprNEs, herein referred to as the
GOVERNMENT, represented in this act by the Secretary of the Department of
Environment and Natural Resources, with offices at the Department of
Environment and Natural Resources Building, Visavas Avenue, Dilirnan,
Quezon City

and

SR METALS, lNC., a corporation duly organized and existing under the laws of
- the Republic of the Philippines, herein referred to as the CONTRACTOR, with

office at Unit 6 & 7, 3td Floor Topy's Place Bldg., Economia corner lndustria
Sts., Bagumbayan, Quezon City and represented in this act by its President,
Mr. MIGUEL ALBERTO v. GUTIERREZ, as authorized by its Board of
Directors (please refer to ANNEX "A")

WITNESSETH:

WHEREAS, the 1987 Constitution of the Republic of the Philippines provides
in Article Xll, Section 2 thereof that all lands of the public domain waters,
minerals coal, petroleum and other natural resources are ownecl by the State
and that their exploration, development and utilization shall be under the full
control and supervision of the State;

WHEREAS, the Constitution further provides that the State may directly
undertake such activities, or it may enter into a Co-Production, Joint Venture,
or Mineral Production Sharing Agreement with Filipino citizens, or
cooperatives, partnerships, corporations or associations at least sixty per
centum of whose capitalization is owned by such citizens;

WHEREAS, pursuant to Republic Act No. 7g42, otherwise known as "The
Philippine Mining Act of 1995," which took effect on 09 Aprit 199s, the
Secretary of the Deparlment of Environment and Natural Resources ts
authorized to enter into Mineral Production Sharing Agreements in furtherance
of the objectives of the Government and the Constitution to bolster the national
economy through sustainable and systematic development and utilization of
mineral lands;

WHEREAS, the Government desires to avail itself of the financial resources,
technical competence and skill, which the Contractor is capable of ano,lvino t
the mining operations of the project contemplated herein; ,._,..'{' 
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WHEREAS, the Contractor desires to join and assist the Government in the
. development and utilization for commercial purposes of nickel, cobalt, iron and

other associated mineral deposits existing in the Contract Area (as herein
defined);

WHEREAS, the Contractor has access to all the financing, technical
competence, lechnology and environmental management skills required to
promptly and effectively carry out the objectives of this Agreement;

NOW, THEREFORE, for and in consideration of the foregoing premises, the
mutual covenants, terms and conditions hereinafter set forth, it is hereby
stipulated and agreed as follows:

SECTION I

SCOPE

1.1. This Agreement is a Mineral Production Sharing Agreement entered into
pursuant to the provisions of the Act and its implementing rules and

. regulations. The primary purpose of this Agreement is to provide for the
development and commercial utilization of nickel, cobalt, iron and other
associated mineral deposits existing within the Contract Area, with all
necessary services, technology and financing to be furnished or
arranged by the Contractor in accordance with the provisions of this
Agreement. The Contractor shall not, by virtue of this Agreement,
acquire any title over the ContracUMining Area without prejudice to the
acquisition by the Contractor of the land/surface rights through any
mode of acquisition provided for by law.

1.2. The Contractor shall undertake and execute, for and on behalf of the
Government, sustainable mining operations in accordance with the
provisions of this Agreement, and is hereby constitutecl and appointed,
for the purpose of this Agreement, as the exclusive entity to conduct
mining operations in the Contract Area.

1.3. The Contractor shall assume all the exploration risk such that if no
minerals in commercial quantity are developed and produced, it wilt not
be entitled to reimbursement.

' 1.4. During the term of this Agreement, the total value of production and sale
of minerals derived from the mining operations contemplated herein
shall be accounted for and divided between the Government and the
Contractor in accordance with Section Vlll hereof.

SECT10N‖

DEFINIT10NS

49 used in this Agreement, the following words and terms, whether singffir or
plural, shall have the following respective mean'n: 
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2.1. Act refers to Republic Act No. Tg4z, otherwise known as the
. "Philippine Mining Act of 1995."

2.2. Asreement means this Mineral Production sharing Agreement.

2.3. Agsociate-d-UUngE!-q mean other ores/minerals, which occur together
with the principal ore/mineral.

2.4. Eangko Sentral means Bangko Sentral ng pilipinas.

2.5. Budqet means an estimate of expenditures to be made by Contractor
in mining operations contemplated hereunder to accomplish the Work
Program for each particular period.

2.6. I}_UfegU means Mines and Geosciences Bureau.

2.7. Calendar Year or Year means a period of twelve 12) consecutive
months starting with the first day of January and ending on December
31, while "Calendar Quarter" means a period of three consecutive
months with the first calendar quarter starting with the first day of
January.

'2.8. Commercial Production means the production of sufficient quantity of
minerals to sustain economic viability of mining operations reckoned
from the date of commercial operation as declared by the Contractor or
as stated in the feasibility study, whichever comes first.

2.9. Constitution or Philippine Constitution means the 1987 Constitution of
the Republic of the Philippines adopted by the Constitutional
Convention of 1986 on October 15, 1986 and ratified bythe People of
the Republic of the Philippines on Febru ary Z, 1987.

2.10. Contract Area means the area onshore or offshore delineated under
the Mineral Production -Sharing Agreement subject to the relinquishment
obligations of the Contractor and properly definecJ by latitude and
longitude or bearing and distance.

2.11. Contract Year means a period of twelve (12) consecutive months
counted from the Effective Date of this Agreement or from the
anniversary of such Effective Date.

.2.12. Contractor means SR Metals, lnc. or its assignee(s) of interest under
this Agreement: Provided, That the assignment of any of such interestis accomplished pursuant to the pertinent provisions of the
implementing rules and regulations of the Act.

2.13. Department or DENR
Natural Resources.

means the Department of Environment and

2.14 Director means the Director of Mines and Geosciences Bureau.

215. Effective Date means the date of execution of this Agreement by the
contractor and by the secretary on behalf of the Government.

2.16. Environment means all facets of man's surroundings: physical,
ecological,aesthetic,cultural,ecOnornlc,histOric,institutiOnal and sOcial
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2.17. Force Maieure means acts or circumstances beyond the reasonable
control of the Contractor including, but not limited to war, rebellion,
insurrection, riots, civil disturbances, brockade, sabotage, embargo,
strike, lockout, any dispute with surface owners and other labor
disputes, epidemics, earthquake, storm, flood or other adverse weather
conditions, explosion, fire, adverse action by the Government or by any
of its instrumentality or subdivision thereof, act of God or any fublii
enemy and any cause as herein described over which the affected party
has no reasonable control.

2.18. Foreign Exchanqe means any currency other than the currency of the
Republic of the Philippines acceptable to the Government and the
Contractor.

2.19. Government means the Government of the Republic of the Philippines
or any of its agencies and instrumentalities.

2.20. Gross Output means the actual market value of the minerals or
mineral products from each mine or mineral land operated as a
separate entity, without any deduction for mining, processing, refining,
transporting, handling, marketing or any other expenses: provided, That
if the minerals or mineral products are sold or consigned abroad by the
Contractor under C.l.F. terms, the actual cost of ocean freight and
insurance shall be deducted: Provided further, That in the case of
mineral concentrates which are not traded in commodity exchanges in
the Philippines or abroad such as copper concentrate, the actual market
value shall be the world price quotation of the refined mineral products
contained thereof prevailing in the said commodity exchanges, after
deducting the smelting, refining, treatment, insurance, transportation
and other charges incurred in the process of converting mineral
concentrates into refined metal traded in those commodity exchanges.

2.?1. Mins--D"eys-lapmgnt refers to work urndertaken to prepare an ore hocJy
or a mineral deposit for mining, including the construction of necessary
infrastructure and related facilities,

2.22. Minerals mean all naturally occurring inorganic substances in solid,
liquid, gas or any intermediate state excluding energy materials such as
coal, petroleum, natural gas, radioactive materials and geothermal
energy.

2.23. Mineral Products mean materials derived from mineral ores/rocks and
prepared into marketable state by metallurgical processes which include
beneficiation, cyanidation, reaching, smelting, calcination and other
similar processes,

2.24. Mininq Area means that portion of the Contract Area identified by the
Contractor as defined and delineated in a Survey Plan duly approveO Uy
the Director/Regional Director concerned for purposes of development
and/or utilization and sites for support facilities.

2'25' Mjnug*Qpelalions means mining activities invotving exploration,
嗜ronmenttt imttact a,PeSS高ざ∴IL爵』品遜

feasibility studyl env
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uti‖zation,mineral processing and rnine rehabilitatiOn.
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2.26. Notice means notice in writing, telex or telecopy (authenticated by
answer back or confirmation received) addressed or sent as provided in
Section 16.2 of this Agreement.

2.27 - Ore means naturally occurring substance or material from which a
mineral or element can be mined and/or processed for profit.

2.28. Pollution means any alteration of the physical, chemical and/or
biological properties of any water, air and/or land resources of the
Philippines, or any discharge thereto of any liquid, gaseous or solid
wastes or any production of unnecessary noise or any emission of
objectionable odor, as will or is likely to create or render such water, air,
and land resources harmful, detrimental or injurious to public health,
safety or welfare or which will adversely affect their utilization for
domestic, commercial, industrial, agricultural, recreational or other
legitimate purposes.

2.29. Secretary means the Secretary of the Department of Environment and
Natural Resources.

2.30. State means the Republic of the Phitippines.

2.31. work Program means a document which presents the plan of major
mining operations and the corresponding expenditures of the Contractor
in its Contract Area during a given period of time, including the plan and
expenditures for development of host and neighboring communities and
of local geoscience and mining technology, as submitted and approved
in accordance with the implementing rules and regulations of the Act.

SECTION III

TERM OF AGREEIVIENT

3,1. This Agreement shall have a term of twenty five (25) years from
Effective Date, and may be renewed thereafter for another term not
exceeding twenty five (25) years. The renewal of this Agreement, as
well as the changes in the terms and conditions thereof, shall be upon
mutual consent by the parties. ln the event the Government decides to
allow mining operations thereafter by other Contractor, this must be
through competitive public bidding. After due publication of notice, the
contractor shall have the right to equal the highest bid upon
reimbursement of all reasonable expenses of the highest bidder.

SECTION IV

CONTRACT AREA

4.1- Size, Shape, and Location of Contract Area - This Agreement coversa contract Area of approximately Five Hundred seventy Two and
6,400/10,000 (572.64) hectares, situated in Tubay, Agusan Delfio,
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and bounded by the following geographical coordinates (please refer
to ANNEX "8" - 1:50,000 scale Location Map/Sketch plan):

Corner

１

２

３

４

５

６

７

８

９

‐０

‐１

‐２

‐３

Latitude

9° 11'00.00"
9° 11'00.00"
9° 11'39.77"
9° 11'52.79"
9° 12'04.80"
9° 12'30.00"
9° 12'30.00"
9° 13'00.00"
9° 13'0000"
9° 11'30.00"
9° 11'30.00"
9° 12'00.00"
9° 12'00.00"

Longitude

125° 32'00.00"
125° 31'49.65"
125° 31'52.93"
125° 31'48.00"
125° 31'27.54"
125° 31'23.45"
125° 32'00.00"
125° 32'00.00"
125° 33'00.00"
125° 33'00.00"
125° 32'30.00"
125° 32'30.00"
125° 32'00.00"

The Contractor is not allowed to undertake any mining activities within
the portion of the Contract Area covered by any DENR Project Areas,
without the prior consent of the contractor(s)/concessionaire(s)
concerned.

4.2. Survey Plan of the Contract Area - The Contractor shall submit for
approval by the Regional Director concerned, a survey plan for the
Contract Area within sixty (60) days from the effectivity of this
Agreement.

SECTION V

OFER.ATING PHRION

Timetable - The Contractor shall continue commercial utilization activity
immediately upon approval and registration of this Agreement. The
Contractor shall conduct mining operations and other activities for the
duration of the operating Period in accordance with the duly approved
Work Program and Budget and Environmental Compliance Certificate
(please refer to ANNEXES "c" and "D"). Fairure by the contractor to
undertake commercial utilization within the period in accordance with
the said Work Program shall be considered a substantial breach of the
Agreement.

5.2 Conlmercial operation VVork Program and Budget During the
Operating Period, the Contractor sha‖ subrnit to the Director, thro
the Regional Director concerned,WOrk Programs and Budgets coveri
a period Of three(3)yearS each,which sha‖ be subnlitted not later

5.1

thirty (30) days before the expiration of the period covered by the
previous Work Program.

The amount to be spent by the contractor during the operatinE period
under the term of this Agreement shall not be lesb than irrat spJci#il in
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5_3

the approved work Programs, such that during the first three (3) years
of the Operating Period, this amount shall be as follows:

FirstContractYear PhP121,806,684.00

Second Contact Year PhP130,017, j 34 00

Third Contract Year PhP1B0,0B 1,572.00

Should the Government wish to propose a revision to a certain specific
feature in the work Program or Budget, it shalr, within thirty (30) days
after receipt thereof, provide a Notice to the contractor specifying in
reasonable detail its reasons therefore. Prompfly thereafter, the
Government and Contractor will meet and endeavor to agree on the
revision proposed by the Government. ln any event, any portion of said
Work Program or Budget as to which the Government shall fail to notify
the Contractor of proposed revision shall, in so far as possible, be
carried out as prescribed herein. lf the Government should fail within
sixty (60) days from receipt thereof to notify contractor of the proposed
revisions, the work Program and Budget proposed by the Contractor
shall be deemed to be approved.

It is recognized by the Government and the Contractor that the details of
any Work Program may require changes in the light of changing
circumstances. The Contractor may make such changes: Provided,
That it shall nrct change the general objective of the Work Program:
Frovided further, That changes which entail a negative variance of at
least twenty percent (20Yo) shall be subject to the approval of the
Director.

ln case of any positive variance in the future, the Contractor shall submit
to the Bureau and Regional Office concerned a copy each of the
revised Work Programs, for information.

Ttre Government's approval of a proposed Work Program and Budget
will not be unreasonably withheld.

Expansion and Modification of Facilities - The Contractor may make
expansions, modifications, improvements, and replacements of the
mining facilities and may add new facilities as the Contractor may
consider necessary for the operations: Provided, That such plans shall
be embodied in an appropriate Work Program approved by the Director.

Reporting

a. Quarterly Repr:rts - Beginning with the first Calendar Quarter
following the approval of this Agreement, the Contractor shall
submit, within thirty (30) days after the end of each Calendar
Quarter, to the Director, through the Regional Director
concerned, a Quarterly Report stating the tonnage of production
in terms of ores, concentrates, and their corresponding grades
and other types of products; value, destination of sales or e
and to whom sold; terms of sales and expenditures.
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